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Coming Up Is the Chicago Clinic! 


An unusually interesting meeting has been arranged 
so don’t miss it; your hotel reservation blank is 


enclosed in this issue; 


NE of the best programs of meetings 
MBA has yet sponsored opens next 
month in Chicago at the Drake Hotel 
when the Association will hold its first 
1947 Mortgage Clinic. It ought to be 
a good one. In a sense we’re going 
back to the original conception of these 
Clinics — namely, a get-together for 
MBA members where nothing but mat- 
ters with a direct bearing on the business 
will be discussed. We never got away 
from that conception — intentionally, 
that is; but the truth is we did. As pro- 
grams were being arranged in the past 
few years, there has often been the 
temptation to include Dr. So and So or 
Mr. Whozis for some special contribu- 
tion he supposedly could make. Experi- 
ence has clearly indicated that, year in 
and year out, the most appreciated 
Clinic contributions have been those of 
our own members. 

Our 1947 Clinics will be panel dis- 
cussions with plenty of opportunity for 
questions from the floor. 

For the Chicago Clinic, our program 
lines up something like this: 

First morning, February 28, general 
theme: “Real Estate Today and Out- 
look Tomorrow.” Specific subjects and 
those invited to appear are: 

“The Need in the Urban Market” by 
James Downs, Downs Mohl Com- 
pany, Chicago. 

“Commercial and Office Buildings” 
by Leo Sheridan, L. J. Sheridan & 
Co., Chicago. 


“Decentralization as It Affects City 


Real Estate, Including Slum Clearance” 
by M. C. Mumford, assistant vice 
president, Marshall Field & Company, 
Chicago. 

“Neighborhood Development” by 
Philip Klutznick, president, American 
Community Builders, Inc. Chicago. 

First afternoon, February 28, general 
theme: “Government Guaranteed 
Lending.” Specific subjects and those 
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and 
Winter 
Meeting Hotel Carlton, 


Executive Committee 


Board of Governors 
D.C., 


Washington, January 


24, 1947. 


Middle Western Mortgage 
Clinic, Drake Hotel, Chicago, 
February 28-March 1, 1947. 


Educational Course for 
Senior Mortgage Executives, 
New York University, March 
19, 20 and 21, 1947 (previous- 
ly announced in the press for 
January 29 to 31.) 


Eastern Mortgage Clinic, 
Waldorf-Astoria Hotel, New 
York, April 14 and 15, 1947. 


Southwestern Mortgage 
Clinic, Hotel President, Kan- 
sas City, May 8 and 9, 1947, 
Board Meeting, May 7. 











fill it out and mail today 


invited to appear are: 

“Lending Policies — Appraisals and 
Credits” by a speaker from the VA. 

“The Present Status of the Veterans 
Program” by Samuel E. Neel, Wash- 
ington, D. C. 

“FHA Policy Covering Appraisals, 
Title 6 and 608” by Curt C. Mack, 
Deputy Commissioner of FHA. 

“Procedure to Follow in the Event 
It Becomes Necessary to Foreclose a 
G. I. Loan” by Chester R. Davis, vice 
president and trust officer, Chicago Title 
and Trust Company. 

Second morning, March 1, general 
theme: ‘Building Construction and 
Costs.” Specific subjects and those in- 
vited to appear are: 

“Availability, Price and Outlook for 
Building Materials” by Tyler Rogers, 
technical adviser, Libby-Owens-Ford 
Glass Company, Toledo, Ohio; first 
vice president, The Producers’ Council, 
Washington, D. C. 

“Shortage of Man Power—Appren- 
tice Training — Work Limitations, 
Etc.” by Earl McMahan, secretary, 
Chicago Building Trades Council. 

“The Outlook for Interest Rates” by 
Harland Allen, investment counsellor, 
Chicago. 

“Cost Outlook for Homes and 
Apartments” by Irving Blietz, Chi- 
cago. 

“Some Current Technical Develop- 
ments” by Carl Boester, Director, 
Housing Reasearch Foundation, Purdue 


University. (Continued on page 7) 











We’ve Failed the Veteran in Housing! 


And the biggest part of the failure has been in 
ignoring the obvious need for rental housing, 
says this Chicago mortgage banker who also tells 


of his cooperative project, 


[Fr we tell the truth we must admit 


that we have failed as a nation to 
fulfill 


soldiers as tar 


our obligation to our returned 


as living accommoda- 
tions are concerned. This is particular- 
housing. At the be- 


ly true of rental 


ginning of the housing program, top 
politicians in Washington bungled the 
issue when they decided that every vet- 
eran must own a 
little 


own, 





* 
| 





home of his 
when the 
majority of vet- 


erans would have 
been perfectly con- 


tent merely to rent 





living quarters, to 
obtain shelter and 
just to have a roof 
heads 


over their 


until they were fir 


GREENEBAUM 
peace-time life. In this way more than 


one whole year was lost; mow we hear 
the alarmed cry coming from Wash- 
ington that “what we need is rental 
housing.” 

Without much regard for the vet- 
eran, the material industries have jock- 
eyed for position, while costs have soar- 
ed and contractors were compelled to 
turn to the black market. Labor has 
forced local political bodies to retain 
rigid and out-dated building codes 
which prevent the veterans, as well as 
the rest of the public, from receiving 
the benefits that renewed activity in the 
building industry would bring. The only 
real break the veteran has received has 
been in the field of mortgage financing, 
where ample funds at low rates and 
with long maturities have been made 
available. 

Let’s look at Chicago for instance. 
During the ’20’s, we over-built rental 
units. 
doubled up and we had a surplus. By 
the late 30s, they had started to un- 
scramble and the housing situation had 


During the depression, families 


9 


first of 
By EDGAR N. GREENEBAUM 


become fairly tight. During all the in- 
tervening years from 1929 to the be- 
ginning of World War II, there had 
been the further contributing factor of 
10,000 units which were lost annually 
from demolition, conversion or obso- 
lescence. To alleviate this great pres- 
sure, only seven or eight privately 
financed apartment buildings were built 
in Chicago during this decade. And 
worse yet, only about 1,000 apartment 


units have been built sizce. 


After the start of the home 


builders built several thousands of free- 


war, 


standing, duplex, and row-houses for 
rental to immigrant war workers. 
When restrictions on the sale of these 
houses were lifted during the past year, 
many of them were sold to G. I.’s and 
This further 
increased the already acute rental hous- 
ing situation. Therefore, the sum total 
of no more than 1000 units of private- 
ly-constructed apartments recently built 
represents, at best, only a trifling begin- 
ning to alleviate the tremendous short- 


the tenants dispossessed. 


age. 

Outside of government restrictions, 
the main problems to be overcome have 
been the high construction costs, ma- 
terial and labor shortages and the un- 
satisfactory relationship between costs 
and rentals. 

In connection with this item of costs, 
a significant comparison can be drawn 
between one of Chicago’s largest pri- 





Mr. Greenebaum is president 
of Greenebaum Investment 
Company of Chicago, one of 
the oldest mortgage houses in 
the country established in 1855. 
He recently addressed the 
Housing Inventory and Fore- 
cast Conference of the Nation- 
al Committee on Housing, Inc. 
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its kind 


vately-financed apartment projects, 
which was erected on the South Side in 
the late ’30’s with the aid of an FHA 
loan of $2,460,000 secured by 550 
units; and the newest large-scale apart- 
ment project which is to be built in a 
Western suburb with an FHA loan of 
$2,735,000, secured by only 350 units. 
In both developments the size of the 
units, buildings and location is compar- 
able. —Thus we are faced with the fact 
that a loan 11 per cent larger than its 
pre-war counterpart, will today buy 
only 64 per cent as much housing. 

Having to reckon with high costs 
and the necessity of building to with- 
stand the rigors of this climate in 
winter, it is inevitable that the solution 
of our problem will be more complex 
than in areas not confronted with these 
conditions. Our rigid building code in- 
corporates measures for fire protection, 
regulating layout and the type and ap- 
plication of materials, much of which 
results in added costs and much of 
which is out-moded. For instance, in 
buildings over two stories the first floor 
construction must be fireproof and there 
must be at least two exits accessible from 
each unit. Add to these the generally 
recognized fact that building wages 
and material costs in Chicago are among 
the highest in the nation and one begins 
to understand why the shelter-rent-for- 
mula, which is satisfactory in a great 
many other areas, operates here adverse- 
ly and offsets some of the other things 
which have been enacted to help pro- 
mote privately owned multi-family 
units. 

Our office now has under considera- 
tion with the local FHA office a project 
consisting of thirty-six five-room apart- 
ments on which we have had approval 
of a rental ceiling of $80 per unit (the 
maximum shelter-rent) plus $15 for 
services, thus making a total of $95 rent 
per each 5-room unit. 
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Under Section 608, FHA has estab- 
lished that it can loans up to 
$1,800 per room in this territory, thus 
recognizing our high costs as compared 
to the $1,500 per room maximum 
deemed adequate in all but a few areas 
of the country. Although the $1,800 
per room loan is theoretically available 
in this case, FHA has determined that 
the $95 rental will not justify their in- 
suring a loan of $1,800 per room and 
have fixed the maximum loan of nearly 
$200 less per room, or about $1,600 
per room. This is true even though 
the FHA estimate of construction costs 
justifies the $1,800 loan. I’m not criti- 
cizing FHA; but the result is the 
abandonment of the project. 


Builders Who Can’t Build 


insure 


The plain fact is that even though 
$95 per month appears to be a fairly 
high rental figure for an ordinary five- 
room apartment, the operating costs, 
taxes and replacement reserves, which 
FHA requires will aggregate approxi- 
mately $50 per unit per month. If we 
add debt service and amortization, it 
will bring the total fixed charges per 
unit dangerously close to the $95 per 
month gross rental figure without mak- 
ing any allowance for vacancies. Thus 
it becomes unattractive for the builder 
to build. 

We must then consider whether, in 
order to provide the needed incentive, 
we should recommend a revision of this 
shelter-rent formula or seek some other 
approach to the problem. 

In exploring other solutions, we must 
keep before us the stern fact that local 
conditions will require rentals averaging 
from $23 to $25 per room at present. 

Since the typical veteran is seeking 
rental accommodation for himself, his 
wife and usually no more than one 
child, it would seem that considerable 
thought should be devoted to the pos- 
sibilities of constructing corridor-type 
buildings. 

True, there are some definite objec- 
tions to corridor types, but in view of 
the emergency and the terrific costs pre- 
vailing today these deficiencies might 
well be subordinated to our major ob- 
jective, which is to create quickly as 
many units as possible at a reasonable 
rent. It is possible that FHA, in view 
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of current costs, might be persuaded 
to abandon its previous position against 
corridor-types and give consideration to 
insuring loans on at least elevator build- 
ings of more than three stories in 
height. 

While I have cited figures from a 
case in our own files to illustrate the 
problems that must be overcome under 
the FHA 608 type of program, I would 
like to refer to an entirely different case 
we have, as a partial solution to the 
housing situation for veterans. This case 
does not fall in the field of rental hous- 
ing at all, but rather in the field of co- 
operative ownership. However, it is a 
rather unique project. 

This project, which is to be known 
as “Ridge Heights” is said to be the 
first of its kind in the country. It is 
now well It is a 
42-apartment development being built 
under Section 501 of the G. I. Bill of 
Rights. It is being built in a good resi- 
dential area. 


under construction. 


In this case, the sponsors are building 
the 42 units in seven separate buildings, 
each containing six 4-room apartments. 
Each building will have its own cor- 
The 
sponsors ran a single advertisement in a 
Chicago paper stating that four-room 


poration owning the building. 


apartments would be sold to veterans 
who could make a down payment of 
approximately $900 
stand a monthly housing assessment of 
$80. From this one small ad they re- 
ceived over 1800 replies! From these 
replies, they selected 42 veterans who 
were financially sound and who appar- 
ently would have the same economic 
and cultural interests. In other words, 
they picked 42 people who they thought 


and who could 


could live together as neighbors, friends 
and partners. To each of these 
erans they then sold an undivided 1/6th 
interest in one of the buildings plus an 
undivided 1/42nd interest in the com- 
mon land, such as parking space, drying 


vet- 


yards, etc. 
Financing Simplified 


The VA has approved the selling 
price of $8,850 per unit, or $53,100 
per each 6 apartment building. Each 
veteran in purchasing his apartment has 
received the benefit of his $4,000 guar- 
antee against an undivided 1/6th of 
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the mortgage which he has assumed. 
Thus the financing was simplified. 
These veterans were called into a 
general meeting at which they were 
acquainted with all the facts and figures 
pertaining to the project in which they 
would henceforth be mutually 
ciated. After they had purchased their 
their 
respective obligations, they set up their 


asso- 
respective interests and assumed 


own corporations, elected their own of- 
ficers and proceeded to discuss plans for 
the future. 


Pioneering Is Tough 


The best indications are that the 
monthly assessment for these units will 
be $72 per family. Clearly then, a co- 
operative housing program, such as this, 
can bring well-located, desirable hous- 
ing into the reach of a large number of 
veterans. 

Pioneering is always difficult, but it 
is interesting, and this case may point 
the way to one partial solution of our 
urban housing headache. 

OK KK 

Building codes must be revised to 
meet present day conditions. That will 
help a little. FHA can insure mortgages 
secured by new corridor-type apart- 
ments. That will help a little. Coop- 
erative or mutual ownership apartment 
buildings can be built for veterans. That 
will help a little. I believe in order to 
induce builders to build apartment build- 
ings, instead of just figuring on them or 
talking about them, it must be made 
attractive for them. Let’s do something 
to encourage them to build instead of 
restricting, discouraging and hindering. 

It is conceded that we have a great 
shortage of rental housing, an unprece- 
dented demand for space by veterans 
and others. That shortage will not be 
relieved until we have a large number 
of new rental units built. And how are 
we going to get them built? By taking 
steps drastic enough to produce the de- 
sired results. 

When a city wants to attract the con- 
struction of new factories, you know 
how they go about it. They offer the 
owners free taxation on their factory 
for a period of years. Why can’t our 
cities say to builders: “Our vets must 
be provided with living quarters to 
rent. If you will immediately build an 
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apartment building, there will be no 
taxes assessed on that build- 
ing for 5 Maybe I’m 
wrong, but I think that would help, 


not a little, but a whole lot. 


They Were Warned 


August, 1945, 
National 


on Housing sent a committee to Wash- 


re al estate 


years time.” 


Early in over 15 


months ago, the Committee 


ing to discuss with OPA officials ways 


ind means to relieve the housing short- 


age. I was a member of that committee. 
After considerable deliberation, we con- 


cluded that there would be no large 


quantity of buildings built 


apartme nt 
during a period of constantly rising con- 
struction costs, while at the same time 


was a firm ceiling on the 


there rents 
from these new buildings. The commit- 
tee urged the OPA officials to eliminate 
entirely all rent ceilings on new apart- 
ment buildings as one of the surest and 
quickest means of procuring the housing 
Mind you, 


need. 


that was before V. J. Day. 


our veterans would 


The same conditions prevail today, 
namely, veterans badly in need of apart- 
ments, no ceiling on construction costs, 
but a ceiling on rents for new buildings. 
Many disagree as to the advisability of 
removing the rent ceilings, arguing that 
the rents of such newly-built apartments 
would be beyond the reach of the veter- 
ans. ‘That argument is sound in some 


respects only. ‘True, many veterans 
could not afford to pay the high rents 
required for these new buildings, but 
the plain fact is that if veterans 
couldn’t pay the rents, other people who 
could afford these higher-priced apart- 
ments would vacate less expensive places 
which the veterans could move into and 
would be able to pay the 


where they 


rent. An increase of the quantity of 
living quarters available, no matter what 
the rent helps to relieve the situation all 
along the line. I believe removal of rent 
ceilings on new apartment buildings 
would do more to stimulate new rental 
housing construction than any other pro- 
gram which has been discussed to date. 
The only cure for the rental housing 
shortage is to increase the supply of 


apartments. 
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The death of L. E. Mahan has left 
a vacant place in MBA ranks that is 
not likely to be filled soon. No member 
devoted more time and energy to the 
Association than he did and his partici- 
pation in MBA activities covers one of 
the longest span of years of any mem- 
Mahan literally died in 
harness for MBA. 
His death occurred 
November 19 in 
the office of the 
Veterans Adminis- 
Wash- 
D.C. 
where he had gone 
to represent MBA 
at the meeting of 
the Construction 
Industry Advisory 
Council, sponsored by the U. S$. Cham- 
a meeting of our 


ber. Larry 


tration in 


ington, 


L. E. MAHAN 


ber and to attend 
Washington Committee of which he 
was chairman. Death was the result 
of a cerebral hemorrhage. Mr. Mahan, 
Dean R. Hill and others were confer- 
ring with VA officials when Mr. Mahan 
rose to return to his hotel. He collapsed 
and died within a few moments. 


Mr. Mahan’s association with MBA 
parallels the growth of our organization 
for the greater part of its history. He 
became a member in 1924 and 
elected to the board three years later. 
He served as board member or regional 
vice president until he was elected presi- 
dent for 1944-45. During his long 
association, he served as a member of, 
or as chairman of more than 25 com- 


was 


mittees. 

He entered the mortgage field in 
1915 with the Mississippi Valley Trust 
Company in its farm loan department 
and from this early experience retained 
a life-long interest in the farm loan 
business. In 1919 he turned his atten- 
tion to the city loan field, becoming an 
officer of the First National Company 
and president of Real Estate Mortgage 
Trust Company. During the first World 
War he went to Washington to take 
charge of all real estate and mortgages 
taken over in connection with the Trad- 
ing with the Enemy Act. In 1931 he 
Mahan & Company. 


organized L. E. 
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He was the founder of the St. Louis 
Mortgage Bankers Association and or- 
ganized the Mortgage Bankers Legion. 
He was director of Paramount Fire In- 
surance Company and St. Louis Fire and 
Marine Insurance Company. 

Five days before he died, his alma 
mater, William Jewell College of Lib- 
erty, Mo., awarded him a citation for 
meritorious achievement. He was an 
alumnus of the class of 1914. 

He is survived by his wife and two 
daughters, Misses Patricia Jane Mahan 
and Sally Ann Mahan, both of whom 
were maids of honor at the recent Veiled 
Prophet Ball. 

The funeral was held in St. Louis 
November 22. Burial was in Harbor 
Beach, Mich. Out-of-town MBA mem- 
bers who attended the St. Louis services 
included A. A. Zinn, Indianapolis and 
Owen M. Murray, Dallas, past presi- 
dents of the Association; George H. 
Patterson, MBA secretary and treas- 
urer; Jack D. Merriman, Kansas City; 
R. QO. Deming, Jr., Oswego, Kan.; 
Paul Vollmar, Cincinnati; Stanley H. 
Trezevant, Memphis; Norman H. Nel- 
son, St. Paul; Charles S. McComb, 
Dallas; and H. C. Peiker, New York, 
who accompanied the body from Wash- 
ington to St. Louis. 





Other Associations | 








Who’s been speaking before other 
mortgage associations recently? Watt 
Webb, Jr. president, Missouri Land 
and Loan Company, spoke before the 
Kansas City group not long ago and re- 
viewed the Cincinnati convention. Mal- 
colm Bliss, chairman, presided. Paul 
Belcher of First Central Trust Com- 
pany, Akron, recently addressed the 
Cleveland Mortgage Bankers Associa- 
tion. And in Detroit, members of the 
Association there heard Richard Sulli- 
van, general counsel of the Detroit 
Street Railways, tell of the transporta- 
tion plans the company has in mind for 
the city. 

Indianapolis Mortgage Bankers As- 
sociation has a new president—Robert 
E. Schreiber, president, Circle Invest- 


(Continued Page 7) 
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QUOTABLE QUOTES OF MEN WHO SPOKE THEIR MINDS 





At present prices we can’t 
touch public housing field 

George S. Van Schaick, executive 
vice president and head of the mortgage 
loan department, New York Life In- 
surance Company, speaking at Rutgers 
University: “The difference 
production in war and production in 


between 


peace lies in who is the customer. 

“When the country is attacked and 
danger to the country as a whole exists, 
Uncle Sam can and will pay any amount 
necessary for speed and volume. 

“However, in peacetime, in meet- 
ing the housing shortage, there are mil- 
lions of customers to consider, rather 
than one. It is necessary that new hous- 
ing be kept within the purchasing power 
of the mass of customers. Otherwise, 
production will fail to meet the need. 

“If and when certain segments of 
the population are in an income group 
where they cannot pay an economic rent 
for safe and decent shelter, then there 
should be provided adequate standard 
housing so subsidized as to bring it with- 
in the grasp of those who qualify for it. 

“The hostility which exists in cer- 
tain places to public housing is unques- 
tionably due to a belief that the state 
and federal governments are trying to 
usurp a field belonging to private en- 
terprise. 

“An examination of the 
set-up of public housing will show how 
mistaken is this view. At current prices, 
private enterprise does not find the field 
feasible or possible.” 


basis and 


Eccles has little cheer for 
those who want bond change 

Marriner S. Eccles, chairman of 
the federal reserve board, addressing 
the Bank Management Conference in 
Roston: “If insurance companies, sav- 
ings banks and other institutions have 
surplus funds, there is plenty of oppor- 
tunity to invest in the existing long- 
term issues at present favorable prices 
and yield. 

“Also there is, or will be, an increas- 
ing opportunity to invest in mortgages 
and other long-term investments. 


“Tf a policy were adopted permitting 
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short-term rates to rise without an up- 
per limit, the treasury would have diffi- 
culty in refunding its maturities, since 
banks and other would be 
likely to withhold funds awaiting even 
higher rates.” 


investors 


Says mortgage volume should 
continue up for two years 


William A. Marcus, vice president, 
American Trust Company, San Fran- 
cisco, speaking before Financial Ad- 
vertisers Association: 

“Has the pendulum swung its full 
upward course and is it about to re- 
verse itself? I think not. I believe the 
volume of home construction will in- 
crease, followed by a resumption of 
commercial construction. Mortgage vol- 
ume will continue to rise for two years. 
However, we have present many of 
the factors which inevitably will lead 
to a swing in the opposite direction. 
Those principal factors are speculation 
in real estate, the cost of production, 
loose appraisal methods and the easy 
money, easy credit policy of the gov- 
ernment. 

“The course of tomorrow is being 
shaped today. If we avoid the excesses 
of previous speculation in real estate 
and mortgage lending, we should be 
able to lengthen the swing of the pen- 
dulum and retard its backward swing. 

“Let us do what the Servicemen’s 
Readjustment Act intended to have us 
do—to help the veteran with sound ad- 
vice as well as with financial aid for 
his hospitalization, education, rehabili- 
tation and housing. Let us point out to 


him the inevitable laws of supply and 
demand so that when he borrows he 
will understand the conditions under 
which he is: purchasing and also his ob- 
ligation to repay. 

“Let us not throw fuel on the flames 
of inflation or pave the way for whole- 
sale foreclosures. A little more restraint 
on the part of young and inexperienced 
home buyers, a little more wholesome 
from us, considerable 
the way of production, encouraged by 
management and carried out by labor, 


advice more in 


and a lot less of government interfer- 
ence, regimentation and legislation will 
all contribute to solve the housing prob- 
lem. Here is an opportunity for public 
relations and advertising and good lend- 
ing statesmanship.” 


Farm mortgage debt turns a 
corner and heads up again 

Norman J. Wall, bureau of agri- 
cultural economics, department of agri- 
culture, speaking before the National 
Agricultural Credit Committee: ““The 
farm mortgage debt of the United 
States has turned the corner and is on 
its way up again.” He cited figures to 
show that the total farm mortgage debt 
has increased for the first time in 23 
years, rising $80 million in the six 
months ending July 1. 

“The last six months have been 
characterized by substantial increases in 
the farm mortgage debt held by com- 
mercial banks, by individuals and other 
lenders. At the same time, there has 
been a distinct slowing up in the rate 
of decline for the federal agencies and 





On these two pages have 


level. 


not tomorrow, but right now. 





been collected some recent statements 
which we thought had significance for mortgage bankers. 
Schaick, well known life insurance official, declares that private enter- 
prise cannot find the field of public housing attractive at today’s price 
Mr. Eccles answers those insurance officials who would like a 
longer-term higher-rate government bond. Mr. Marcus gives his out- 
look for the immediate future. Mr. Wall says the farm mortgage debt 
is on the way up again. Mr. Harl cautions banks on their real estate 
loans. Mr. Rapport deplores the raiding of mortgage loans of one 
institution by another. Mr. Babson sees some changes confronting us— 


Mr. Van 
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QUOTABLE QUOTES OF MEN WHO SPOKE THEIR MINDS 





life insurance companies. These changes 


debt 


repayments and an increased volume of 


have resulted both from lower 
new debt. This change in trend was not 
unexpected and its further continuation 
eems probable.” 

~ I ova e. 


Dr. Wall that the 


pattern so far as agriculture is concerned 


said land value 
is following closely the spiral of the 
First World War, and that the present 
position is somewhat akin to that of 
1920 when prices of farm land shot up- 
ward in their final spurt before the to- 
boggan late that year. 

“Tt will not be surprising if loans 
to farmers show a marked increase af- 
ter this Non-real estate, or the 
so-called short-term loans, are likely to 
rise when goods of industry that farm- 


year. 


ers want are again generally available. 
Although farmers have about $15 bil- 
lion in deposits and government bonds, 
concentrated in a 
farm 


such holdings are 
relatively small 


population and other farmers not so 


proportion of 


fortunate will have to 


1 1 ” 
tne goods tney need or want. 


borrow to get 


FDIC Chairman says banks 

had better watch mortgages 
Maple T. Harl, FDIC Chairman, 

in his semi-annual report: “Banks must 

use care on real estate loans made at cur- 

rent market prices and assure them- 


selves of an ample margin of safety 


and protection in all assets they ac- 
quire.” 
Chairman Har] has recently ex- 


pressed his concern over the possibility 
that real estate loans acquired by banks 
be backed by thin 
equities.” 

The 
“take 
remaining real estate holdings, under 
favorable market conditions.”” Mr. Har] 
pointed out that banks have been able to 
reduce their real estate holdings by 


may “excessively 
report also urged bankers to 
every opportunity to dispose of 


more than 90 per cent during the past 
five years. He suggested that by the end 
of 1947, banks should have disposed 
of all other real estate, or have reduced 
its book value to a nominal $1 per 
The total “other real estate” 


‘ 


item, 


6 


owned by banks on June 30, 1946, 
amounted to only $25,000,000, as 
against $307,000,000 on 30, 
1941, it was pointed out. 


June 


Hits commissions to brokers 
as bad practice for lenders 
Richard Rapport, Connecticut bank 
commissioner, speaking before the State 
Savings Bank Association: “The desire 
of you savings bankers to pay better 
dividends to depositors and add to sur- 
plus accounts of your institution will 
mort- 


acr 


your efforts to restore 
their traditional 


intensify 
gage loans to place 
among your assets. 

“The housing situation is certainly in 
Those who claim that the 


answer to our housing troubles consists 


confusion. 


of making rates for longer and longer 
terms are just looking into the wrong 
end of the telescope. The proper per- 
spective would show that we need more 
materials, more competent men to build, 
and lower prices both for materials and 
men. 

“Tt seems incredible that a nation 
which did the production job we did a 
now exert its 


few years cannot 


great strength in a measure sufficient to 


ago 


meet our housing requirements. 

“Savings bankers will be under con- 
stant pressure to exceed sound lending 
values. If you succumb to that pressure 
sore trouble lies in store for you. 

“Even if we could assume that higher 
costs are more or less permanent we 
know that in virtually every real estate 
transaction today there is being paid a 
premium for possession, and any bank 
which lends against any part of that 
premium is courting disaster. 

“A part of this pressure which in- 
duces you to stretch appraisals also 
causes you to look with favor upon the 
hazardous practice of paying commis- 
sions to brokers and others for bringing 
mortgage loans to you. 

“In a neighboring state it was re- 
cently found that savings banks were 
actually paying a commission to build- 
ers of homes upon which the banks 
were lending. This is simply bad prac- 


tice. 
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“Practically every home owner on 
our street has been approached by a 
broker with a suggestion to sell, and in 
many cases direct offers were made. 

‘Almost any sale at the prices men- 
tioned would re-financing, 
and give the broker an opportunity for 
a loan commission above the sale com- 
mission. Then, there are those brokers 
who canvass home owners and seek to 
induce switching of loans from one 
institution to another by offering to se- 
cure a lower rate of interest. 

“The unwholesome part of this 
broker activity is that it completes the 
circle and brings further pressure upon 
loans. 


necessitate 


you to make overly-generous 
There are banks which are getting a 
fair share of sound loans and yet pay 
few, if any, commissions. I urge the 
others to talk with them and learn from 
them.” 


Stock market isn’t only thing 
that’s had a bump recently 

Roger Babson: “The stock market 
is not the only thing that has had a 
bump during the past two months. Just 
before leaving on a recent Western trip, 
it looked to me as if the edge is off the 
real estate market in the East. 

“Hence, on my Western trip I con- 
stantly inquired regarding real estate 
and found that all cities visited told 
about the same story. Briefly, this is 
that the demand continues for small 
houses selling from $8,000 to $12,000; 
but that the demand for larger houses, 
even new ones, has fallen off consider- 
ably. 

“Real estate agents tell me that prop- 
erty that has been selling for $15,000 
or over is now being marked down at 
least 20 per cent. This applies to older 
fairly modern houses and also to new 
houses. Large houses are actually a drug 
on the market at the present time in 
some sections of the country. Veterans 
are gradually getting located. Rumors 
are abundant that new houses are being 
built of green wood, with few nails and 
poor fixtures, which pur- 
chasers to be wary of them.” 


cause the 
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G. I. loan might become 
“bear trap” for veterans 


Gen. Omar Bradley of the VA: 
“‘Let us remember that if the veteran 
is caught with a fat-priced home he can- 
not afford, it may not be because of de- 
flation—but because we failed to warn 
him with common sense when he made 
his boom-time purchase. 

“The dilemma we face today is this: 
How can we fill the crying need that 
veterans have for housing without put- 
ting them through the wringer in the 
inflated sellers’ markets. Until we 
achieve full production in housing with 
sufficient reductions in costs to bring 
prices within the range of veterans, we 
shall not escape the danger inflation 
holds for the veteran who buys a home. 

“Tf the American people permit scalp- 
ers to take the veteran with his G. I. 
loan, they shall have to reckon with the 
disillusionment that may strike the vet- 
eran in the event he finds himself 
doomed to foreclosure. If we permit 
the veteran to mortgage himself to the 
future beyond his ability to pay, we 
coulde make a bear trap of the G. I. 
loan.” 


Stability of American home 
big factor in world peace 

Francis Cardinal Spellman, before 
National Committee on Housing con- 
ference: “The responsibility for the 
peace of the world rests upon the sta- 
bility of the American home, and upon 
our ability to solve our housing problem 
rests the answer to one problem of peace. 
America must face this test question of 
democracy: Will we provide homes for 
our veterans, that they may live and 
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work for America in peace, as we pro- 
vided arms to enable them to fight and 


’ 


die for us in war?’ 


1947 CLINICS 
(Continued from page 1) 

Second afternoon, March 1, general 
theme: “How to increase your mortgage 
business.” Specific subjects and speakers 
invited to appear are: 

“Industrial Financing and Purchase 
of Real Estate” by William L. 
Leighly, vice president, Dovenmuehle, 
Inc., Chicago. 

“Interim Financing Through Banks 
and Insurance Companies” by Edgar 
N. Greenebaum, Greenebaum Invest- 
ment Co., Chicago. 

“The Correspondent—His Place in 
the Investment Field” by Norman H. 
Nelson, vice president, The Minnesota 
Mutual Life Insurance Company, St. 
Paul. 

“Promotion Methods in Obtaining 


New Business” by Theodore A. 
Buenger, President, Dovenmuehle, 


Inc., Chicago. 





OTHER ASSOCIATIONS 
(Continued from Page 4) 
ment Company. And there’s a new 
mortgage bankers association in South 
Bend, Indiana which was recently or- 
ganized under the guidance of R. W. 
Stockwell of Indianapolis and Charles 
H. Beutter of South Bend. Prelimin- 
ary plans for this group were formu- 
lated as early as three years ago but until 
now no definite action had been taken. 
The national Association’s best wishes 
go to the new association. We will be 
reporting its activities and progress as 
its program gets under way. 
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ERRATUM 








A regrettable error appeared in our 
October issue which we are glad to cor- 
rect and apologize for our carelessness. 


We said that Mutual Life of New 
York contemplates a 4.11 per cent over- 
all yield on assets, compared with the 
present 2.78 per cent. The 4.11 per 
cent figure is the expected return on 
policy loans only, not on all assets. 
Clifford B. Reeves, second vice presi- 
dent tells us that “although we expect 
the income from the policy loan port- 
folio to increase, both in total and on a 
percentage basis, the effect on the net 
yield of will be small because 
policy loans represent only a small pro- 
portion of the total investment port- 


folio.” 


assets 


The Mortgage Banker’s inaccurate 
statement originally appeared in a Chi- 
cago trade paper. They pulled the boner 
first but we should have caught it. 





Chicago gleanings: Carl Peterson, 
formerly with Chicago Terminal Bank, 
is now with Greenebaum Investment 
Company ...and Arthur W. Draper, 
IIT, the third generation of the Draper 
family, is with Draper & Kramer, Inc. 
He spent four years in the army. H. 
Hoyt Thompson has been elected 
president of Ward Farnsworth & Co. 
He’s also been in service—42 months 
with the navy. Chicago Mortgage Bank- 
ers Association announces that its mem- 
bership is up 10 percent. 


The Memphis Mortgage Bankers As- 
sociation has a new president, R. M. 
Marr, who succeeds J. Bayard Boyle. 
Other officers named are Robert G. 
Heard, vice president; Robert M. 
Metcalf, Jr., secretary treasurer; and 
Mr. Boyle and Jas. E. McGehee, 
members of the board of governors. 
And out on the coast, J. R. Deppen 
has succeeded Eugene S. Cox as sec- 
retary of the Mortgage Bankers As- 
sociation of Northern California in San 
Francisco. 

President Guy T. O. Hollyday and 
Samuel E. Neel, Washington counsel, 
will be the principal speakers at the an- 
nual meeting of the Detroit Mortgage 
Bankers Association December 19. 


~ 








Value for Long-Term Mortgage Purposes 


“Reasonable Value” as Defined by the VA 


How can we reconcile the great disparity between the two? 


N ANY appraisers and lenders have 

difficulty in understanding the dis- 
parity between value for long-term 
mortgage purposes and “reasonable 
is defined by the VA. Th s dis- 


much as 40 


\ ilue P 
parity sometimes runs as 
and 50) per cent; that is to say, reason- 
ible value is 40 to 50 per cent higher 
than the appraisal of the value for long- 
mortgage 


term purposes. 


Che principal reason for this dispar- 
that “reasonable 
VA is not value at all, but 


market price. [t is a market 


ity s value” as de- 


fined by 
rather a 
phenomenon w hich under normal con- 
ditions would tend to be the same as 
value for long-term mortgage purposes. 
[he market, however, is unusually ab- 


normal, and consequently completely 


of reproduction, 
de fined 


yut of line with cost 
\ ilue, etc. VA has 


Way 


10ormal 


. ' “er 
wonabdile Value tnis 


“Reasonable 


repre sents the 


value is that figure 


which amount a 
designated appraiser, unaffected by 
personal interest or prejudice, 
would recommend as a proper price 
or cost to a prospective purchaser, 


whom the sents in 


appraiser repre 

i relat onship of trust, as being a 
: yy 

the lgwht of 


fair price or cost in 


prevailing conditions. 


The Interpretation of this definition, 


most that 


icce ptable to appraisers, Is 
rice a veteran would have to pay for 
1 residence if he made a diligent effort 
to cover the market. To say it another 
way, if a veteran looked at ten, fifteen 
yr twenty comparable properties in dif- 
lowest price he 


ferent localities, the 


would have to pay would represent a 


reasonable value. This does not neces- 
sarily have anything to do with cost 
»f reproduction, normal conditions at 
some future time, or anything else; but 
only the present market which is fraught 


with an acute housing shortage. 


8 


Value for long-term mortgage pur- 
poses is defined as the present worth of 
future benefits, arising out of owner- 
ship, to typical users. It is a concept 
normal, free economy. 


based upon a 


free economy, we mean 


factors are 


By normal, 
when demand and supply 
uninfluenced by ceilings, subsidies, short- 
ages, etc. Most appraisers believe that 
1940 and 


early 1941. Since these appraisers were 


we had such an economy in 
schooled in this type of economy, and 
because they believe it will appear again 
one day in the future, they use costs 
as of this date as a starting point. They 
well agreed, however, that 
higher when a normal 


are fairly 


will be 


costs 


economy appears, but how much is a 


matter of opinion. The consensus seems 


to be somewhere between 30 and 50 


per cent. 


This increased cost, or as it is com- 
monly known, “stabilized cost”, is what 


the appraiser believes will tend to be 


the cost when the normal economy re- 


turns. This cost, including the land 





This is a discussion of the prob- 
lem of reconciling V A’s “reason- 
able value” with the realities of 
the period we are living in today. 
lt reflects the thinking of the 
A ppraisal Committee of the Chi- 
Mortgage Bankers A ssocta- 


tion on the subject and ts its cur- 


ive 
ors 


rent contribution im a series on 
Better Loans Through Better A p- 
pratsals. chairman 1s 
G. Irving Thunander and mem- 
bers include William Barts, Abel 
DeHaan, R. H. Droege, R. E. 
Eddins, Fred Gardner, Edward 
Jiede, George S. Kelly, Newton 
S. Noble, Jr., Ralph Strader, Ed- 
ward V. Walsh, Herman Walther 
and Joseph H. Grayson. 


Committee 
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value, represents the limit of 
value, because no prudent man under 
normal conditions will pay more. Pres- 
ent-day costs are higher because they 
are filled with premiums, inefficiency 
and high profits for risk. Recent sales 
prices are not only much higher than 
stabilized cost but also are much higher 
than actual cost, indicating the abnormal 
nature of the market. 


upper 


If ar 
a figure 


appraiser is using, as his cost, 
30 per cent higher than 1941 
costs, he will find “reasonable value” 
as defined by VA from 35 to 50 per 
cent higher, simply because the prices 
for the housing, which was built or 
started before March 26, have run to 
these heights. It is common knowledge 
that builders, who started to build six 
to ten months before March 26, are 
selling their houses from 40 to 50 per 
cent profit over what they cost, and 20 
or 30 per cent more than what it would 
cost to reproduce them. 

There is nothing wrong fundamen- 
tally with our thinking when we see 
the great disparity between value for 
long-term purposes and 
reasonable value. “Reasonable value” as 
defined by VA is a device to make it 
possible for veterans to obtain housing 
in an inflated market. It works against 
itself because the fact that veterans can 
compete for the small supply of hous- 
ing in itself inflates the market. 


mortgage 


Long-term mortgage value is an ap- 
praisal of the value based upon sound 
principles in a normal economy. It is 
designed to protect lenders of money 
who are making high percentage loans 
for long periods of time. Any attempt 
to bring these two concepts together at 
this particular time is not only futile— 
it is impossible. Some years hence, when 
supplies of material and labor tend to 
meet the demand, there will be little 
or no trouble in reconciling the two. 
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